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Conservation Districts

October 5, 2007

Utah State Auditor
211 State Capitol
Salt Lake City, UT 84114

Sir;

- It is with great pleasure that the financial statements for the Utah Association of Conservation

Districts (UACD) for the year ended June 30, 2007, is presented.

In addition to the fund financial information currently presented in UACD’s financial statements,
this report includes government-wide financial statements. The government-wide financial
statements include a Statement of Net Assets that provides the total net assets of the UACD

including all capital assets and the Statement of Activities that shows the cost of providing
government services.

State law requires that all local governments publish within six months of the close of each fiscal
year a complete set of financial statements presented in conformity with generally accepted
accounting principles (GAAP) and audited in accordance with auditing standards generally
accepted in the United States of America by a firm of licensed certified public accountants.
These financial statements are hereby issued and submitted to you for the fiscal year ended June
30, 2007, in accordance with these requirements.

This report consists of management’s representations concerning the finances of the UACD.
Consequently, management assumes full responsibility for the completeness and reliability of all
of the information presented in this report. To provide a reasonable basis for making these
representations, management has established an internal control framework that is designed to
both protect the assets of the UACD from loss, theft, or misuse and to allow for the auditing of
sufficient reliable information for the preparation of the UACD’s financial statements in
conformity with GAAP. Because the cost of internal controls should not outwei gh their benefits,
the UACD’s internal control procedures have been designed to provide reasonable rather than
absolute assurance that the financial statements will be free from material misstatement. To the

best of management’s knowledge and belief; this financial report is complete and reliable in all
material respects.

I wish to express my appreciation to all members of UACD who assisted and contributed to the
preparation of this report.

Respectfully submitted,

Gordon L. Younker
Executive Vice President
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INDEPENDENT AUDITOR’S REPORT

Board of D1rectors :
Utah Association of Conservanon D1stncts
Logan, Utah

| We have audited the accompanying financial statements of the governnrental-activities of the Utah

Association of Conservation Districts (UACD) (a non-profit organization) as of and for the year.
ended June 30, 2007, which collectively comprise the organization’s basic financial statements as

R listed in the financial section of the table of contents. These financial statements are the
“" responsibility of the Organization’s management. Our responsibility is to express an oplmon on
_ these ﬁnancml statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United

- States of America and the standards applicable to financial audits contained in Government Audltlng

Standards issued by the Comptroller General of the United States. Those standards require that we

. plan and perform the audit to obtain reasonable assurance about whether the financial statéments are
~free of material misstatement. An audit includes examining, on a test basis, evidénce supporting the
~ -amounts and disclosures in the financial statements. An audit also includes assessing the accounting

- principles used and s1gn1ﬁcant estimates made by management, as well as evaluating the overall
. .ﬁnancral statement presentat1on We believe that our audit provides a reasonable basis for our
.op1n1ons

In our opinion, the financial statements referred to above present fairly, in all material .'resp'ects, the
respective financial position of the governmental activities of the UACD as of June 30, 2007, and the
respective changes in financial position for the year then ended in conformity with accountlng

pr1nc1ples generally accepted in the United States of America.

) S In accordance ‘with Government Aud1t1ng Standards we have also issued a report dated October 5
2007, on our.consideration of the UACD’s internal control over ﬁnancml reporting and on our tests

of its cornphance with certam laws, regulat1ons contracts, and grant agreements and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and comphance and the results of that testinig, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit

-performed in accordance with Government Audltlng Standards and should be cons1dered 1n o

assessmg the’ results for our aud1t

-2100 North Mcln North Logan, Utah 84341
‘ . ‘ . 435752-6441
6 ‘ S _ FAX: 752-6451




The management s discussion and analysis, as listed in the financial section of the table of contents,
is not a required part of the basic financial statements but is supplementary information required by -
-accounting principles generally accepted in the United States of America. We have applied certain
limited procedures, which consisted principally of inquiries of management regarding the methods:

of measurement and presentation of the supplementary information. However we did not audit the
mformat10n and express no opinion on it. :

Our audlt was performed for the Ppurpose of forming an opinion on the financial statements taken as

- awhole. The accompanying schedule of expenditures of federal awards is presented for purposes of -

additional analysis as required by U.S. Office of Management and Budget Circular A-133, “Audits of
States, Local Governments and Non-Profit Organizations,” and is not a required part of the financial -

-statements of the organization. Such information has been subjected to the auditing procedures

applied in the audit of the basic financial statements and, in our opinion, is fairly stated, in all
material respects, in relation to the financial statements taken as a whole

| ?&%&m@l red dad@m

October 5, 2007




MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of the Utah Association of Conservation Districts (UACD), we offer readers of
the UACD’s financial statements this narrative overview and analysis of the financial activities
of UACD for the fiscal year ended June 30, 2007.

FINANCIAL HIGHLIGHTS

o The total net assets of $1,315,584 is made up of $10,847 in restricted assets and
$1,304,737 in other net assets.

o The net assets increased $23,595.

REPORTING UACD AS A WHOLE

This discussion and analysis is intended to serve as an introduction to UACD’s basic financials
statements. UACD’s basic financial statements comprise three components: 1) government-wide
financial statements, 2) fund financial statements, and 3) notes to the financial statements. This
report also includes other supplementary information in addition to the basic financial
statements.

The government-wide financial statements are designed to provide readers with a broad
overview of UACD’s finances, in a manner similar to a private-sector business.

e The statements of net assets present information on all of UACD’s assets and
liabilities, with the difference between the two reported as net assets. Over time,
increases or decreases-in net assets may serve as a useful indicator of whether the
financial position of UACD is improving or deteriorating. However, you will also
need to consider other nonfinancial factors.

¢ The statement of activities presents information showing how UACD’s net assets
changed during the fiscal year reported. All changes in net assets are reported as
soon as the underlying event giving rise to the change occurs, regardless of the
timing of related cash flows. Thus all of the current year’s revenues and expenses
are taken into account regardless of when cash is received or paid.

Both of the government-wide financial statements distinguish functions of the UACD that are
principally supported by intergovernmental revenues (governmental activities) from other

- functions that are intended to recover all or a significant portion of their costs through user fees
~ and charges.

The government-wide financial statements along with the fund financial statements can be found
on pages 11 & 12 of this report.




REPORTING UACD’S MOST SIGNIFICANT FUNDS

A fund is a grouping of related accounts that is used to maintain control over resources that have

Jbeen segregated for specific activities or objectives. UACD also uses fund accounting to ensure
‘and demonstrate compliance with finance-related legal requirements. The fund of UACD is a

governmental fund.

. Governmental funds — These funds are used to account for the same functions reported as
governmental activities in the government-wide financial statements. The fund ‘
statements focus on how money flows into and out of these funds and the balances left at
year-end that are available for spending. These funds are reported using an accounting
method called modified accrual accounting, which measures cash and other financial
assets that can be readily converted to cash. The governmental fund statements provide a
detailed short-term view of UACD’s general government operations and the basic
services it provides. Governmental fund information helps users determine whether there
are more or fewer financial resources that can be spent in the near future to finance
UACD’s programs.

- As determined by generally accepted accounting principles, the general fund meets the
criteria of major fund classification.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial
position. In the case of UACD, assets exceed liabilities by $1,315,584.

2007 200

Total assets $ 1,540.497 $ 1,713,552
Total liabilities 224913 421,563
Net assets:

Restricted 10,847 15,350

Unrestricted 1,304,737 1.276.639
Total net assets $ 1315584 $ 1291989
Total revenues $ 2,680,270 2,851,050
Total expenses 2,656,675 2,747.315
Change in net assets 23,595 103,735
Net assets, beginning of year ' 1,291,989 1,188,254
Net assets, end of year $ 1.315,584 $ 1,291,989




FINANCIAL ANALYSIS OF GOVERNMENT’S FUNDS

The General fund is the chief operating fund of UACD. All activities are accounted for in this
fund.

UACD increased the general fund net assets by $23,595 during the year.
GENERAL FUND BUDGETARY HIGHLIGHTS

UACD is not legally required to adopt a budget for the general fund and thus it is not presented

- as required supplementary information.

CAPITAL ASSETS
Capital assets- UACD’s investment in capital assets for its governmental activities as of June 30,
2007, amounts to $5,994 (net of accumulated depreciation). The total increase in UACD’s

investment in fixed assets for the current year was 100% (due to the purchase of assets during the
current year).

Major capital asset events during the current fiscal year included the following:

e 86,201 for the purchase of a four-wheeler.

UACD’S CAPITAL ASSETS

Governmental

Activities

Machinery & equipment $ 6,201
Less: Accumulated depreciation (207)
 Total $ 5994

Additional information on UACD’s capital assets can be found in the footnotes to this financial
report.
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UTAH ASSOCIATION OF CONSERVATION DISTRICTS
Governmental Funds Balance Sheet/Statement of Net Assets

ASSETS
Cash and equivalents
Investments

~ Accounts receivable

Fixed assets
Restricted cash

Total assets

LIABILITIES
Accounts payable
Accrued expenses
Accrued vacation &
compensated absences
Funds held for others
Deferred revenue

Total liabilities

' FUND BALANCE / NET ASSETS

Fund balances:"
Restricted
Unreserved, designated
Unreserved

Total fund balance

Total liabilities and
fund balance

Net assets:
Invested in capital assets,
net of related debt
Restricted
Unrestricted

June 30, 2007
With Comparative amounts for 2006

General Adjustments Statement of ~ Memorandum
Fund Net Assets Total 2006

$ 1,164,775 $ - § 1,164,775 $ 1,091,310
- - - 111,648

345,672 - 345,672 495,244

- 5,994 5,994 -

24,056 - 24,056 15,350

$ 1,534,503 5,994 1,540,497 1,713,552
$ 37,279 - 37,279 $ 191,234
57,120 - 57,120 73,624
107,989 - 107,989 101,736
13,209 13,209 -
9,316 - 9,316 54,969
224913 - 224,913 421,563
10,847 10,847 - -
744,755 744,755 - -
553,988 553,988 - -
1,309,590 1,309,590 - -

_$ 1,534,503
5,994 5,994 -

10,847 10,847 15,350
1,298,743 1,298,743 1,276,639
$ 1,315,584 $ 1,315,584 $ 1,291,989

Total net assets

The accompanying notes are an integral part of these financial statements.
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Revenues:
Operating contracts/grants
Charges for services
Investment earnings
Miscellaneous

Total revenue

Expenditures/expenses
Personnel/labor
Payments to cooperators
Other program expenses
Services
Supplies
Occupancy

Total general expenditures
and expenses

Change in net assets

Fund balances/net assets:
Beginning of the year

End of the year

UTAH ASSOCIATION OF CONSERVATION DISTRICTS
Statement of Governmental Fund Revenues, Expenditures, and
Changes in Fund Balances/Statement of Activities
For the Year Ended June 30, 2007
With Comparative amounts for 2006

General Adjustments Statement of Memorandum
Fund Activities Total 2006

$ 2,115,666 $ - $ 2,115,666 $ 2,144,235
261,195 - 261,195 633,012
42,694 - 42,694 31,587
260,715 - 260,715 42,216
2,680,270 - 2,680,270 2,851,050
1,400,198 - 1,400,198 1,775,056
633,770 - 633,770 543,312
172,064 207 172,271 143,225
108,992 - 108,992 149,829
259,264 (6,201) 253,063 91,595
88,381 - 88,381 44,298
2,662,669 (5,994) 2,656,675 2,747,315
17,601 5,994 23,595 103,735
1,291,989 - 1,291,989 1,188,254

$ 1,309,590 5 5,994 $ 1,315,584 $ 1,291,989

12
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UTAH ASSOCIATION CONSERVATION DISTRICTS
NOTES TO FINANCIAL STATEMENTS
June 30, 2007

Note 1: Summary of significant accounting policies

Reporting entity

The basic financial statements of UACD have been prepared in conformity with generally
accepted accounting principles (GAAP) as applicable to governmental units. The Governmental
Accounting Standards Board (GASB) is the accepted standard-setting body for estabhshmg
accounting and financial reporting principles.

Nature of Activities

The Utah Association of Conservation Districts (UACD) is a non-profit corporation organized
under the laws of the State of Utah. It is exempt from income tax under Section 501(c)(3) of the
Internal Revenue Code.

In March of 1937, the Utah State Legislature passed the Utah Soil Conservation District Act
authorizing the establishment of soil conservation districts. There are currently 38 conservation
districts within the State of Utah. In 1977, these districts received the specific charge of
developing private and state range land. This responsibility was broadened and expanded in
1983 to include the development of irrigated land as well. For this purpose the State of Utah
established an Agricultural Resource Development Loan (ARDL) program and gave the 38
conservation districts the authority to locally administer the program under the Utah Soil

- Conservation Commission (now Utah Conservation Commission). To achieve greater efficiency

in administrating these programs, the 38 districts are grouped into 7 zones.

The UACD was incorporated in March of 1982 to facilitate the conservation and orderly
development of Utah’s land and water resources. The UACD provides technical, financial,
educational and scientific services to Utah’s Conservation Districts.

Utah Conservation District supervisors are charged with the responsibility of devising and
implementing programs, measures and projects to prevent soil erosion and flood water and
sediment damage and prevent non-point source pollution by entering into cooperative
agreements with private or public groups to prepare conservation plans and make
recommendations for implementing such plans. An important part of this program is to bring to
the attention of land owners the availability of grant and loan funds and to develop sound, long
range conservation programs.

The supervisors direct the development of plans, determine financing, and make the necessary
application for loans from the ARDL program. The UACD handles the administrative details of
helping individual land owners to participate in the ARDL program. A 4% administrative fee,
paid by the land owner, is added to the loan amount and paid to the UACD to cover the local

13




administrative cost of supervising the loan program and furthering the conservation purposes of
the UACD.

The UACD also administers and supervises various water quality projects sponsored by the
Environmental Protection Agency (EPA). The EPA, through the Utah Department of
Environmental Quality and the Utah Department of Agriculture and Food entered into
agreements with the UACD to supervise various water quality improvement projects throughout
the State of Utah. These projects are commonly referenced to as Section 319 Non-Point Source
Funded Projects.

The UACD is govemned by a board of directors consisting of 14 members and the president and
immediate past president. Each zone elects 2 directors who serve for a period of 2 years.

Elections take place every year and the board terms are staggered so that every year seven
directors are elected to serve on the board.

The Articles of Incorporation provide for election of a president and vice-president and the
appointment of a secretary/treasurer. An executive committee made up of the president, vice-
president, secretary/treasurer, immediate past president and the executive vice-president may act
in place of the board and reports such actions to the board. The executive vice-president, a non-
voting member of the executive committee, is a salaried individual who conducts the day to day
affairs of the UACD.

Government-wide and fund financial statements

The government-wide financial statements (i.e., the statement of net assets and the statement of
activities) report information on all of the nonfiduciary activities of UACD. UACD only has one
governmental fund and thus no interfund or business-type activities are present.

The statement of activities demonstrates the degree to which the direct expenses of a given
function or segment are offset by program revenues. Direct expenses are those which are clearly
identifiable with a specific function or segment. Program revenues include 1) charges to
customers or applicants who purchase, use, or directly benefit from goods, services, or privileges
provided by a given function or segment and 2) grants and contributions that are restricted to
meeting the operational or capital requirements of a particular function or segment.

Measurement focus, basis of accounting, and financial statement presentation.

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when earned and
expenses are recorded when a liability is incurred, regardless of the timing of related cash flows.
Grants and similar items are recognized as revenue as soon as all eligibility requirements
imposed by the provider have been met. UACD applies expenses for restricted resources first
when both restricted and unrestricted net assets are available.

14




Use of estimates - The preparation of financial statements in conformity with generally accepted

accounting principles requires management to make estimates and assumptions that affect certain

reported amounts and disclosures. Accordingly, actual results could differ from those estimates.
Fixed Assets

Capital acquisition less than $5,000 made with contract funds are expensed at the time the
expenditure is incurred and are not capitalized.

Investments

Investments are composed of mutual funds investing in debt and equity securities for trading
purposes and are carried at fair value.

Accrued Vacation, Sick Leave and Compensated Absences

Employees earn leave days each year based on length of service for use as vacation and sick
leave. Vacation time earned is recorded as an accrued benefit.

Contributed Facilities

Contributed facilities are recorded as a contribution at estimated fair market value of the use of
the property. The amount of contributed facilities increased from $25,000 in prior year to

$77,655 for rent and $138,000 for computer IT support from the USDA Natural Resources
Conservation Service.

Restricted Cash Contracts

UACD is currently maintaining agreements with the Utah Non-Point Source (NPS) Taskforce
and Utah Envirothon. The agreements provide that, for an annual fee, the UACD will receive
funds solicited and administer the funding as outlined in the respective agreements. Funds
received which have not yet been spent are restricted in fund balance.

Note 2: Cash

Deposits and Investments
Deposits and investments for local government are governed by the Utah Money management
Act (Utah Code Annotated, Title 51, Chapter 7, “the Act”) and by rules of the Utah Money
Management Council (“the Council”). Following are discussions of the local government’s

- exposure to various risks related to its cash management activities.

15
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Custodial Credit Risk
Deposits. Custodial credit risk for deposits is the risk that in the event of a bank failure, the local
government’s deposits may not be recovered. The local government’s policy for managing
custodial credit risk is to adhere to the Money Management Act. The Act requires all deposits of
the local government to be in a qualified depository, defined as any financial institution whose
deposits are insured by an agency of the federal government and which has been certified by the
commissioner of Financial Institutions as meeting the requirements of the Act and adhering to
the rules of the Utah Money Management Council. As of June 30, 2007, $928,874 of the local
government’s bank balances of $1,271,857 were uninsured and uncollateralized.

Credit Risk
Credit risk is the risk that the counterparty to an investment will not fulfill its obligations. The
local government’s policy for limiting the credit risk of investments is to comply with the Money
Management Act.

: Interest Rate Risk
Interest rate risk is the risk that changes in interest rates of debt investments will adversely affect
the fair value of an investment. The local government manages its exposure to declines in fair
value by adhering to the Money Management Act. The Act requires that the remaining term to
maturity of investments may not exceed the period of availability of the funds to be invested.

Note 3: Concentration of Credit Risk

At June 30, 2007, approximately 61% of the UACD receivables, which are considered fully
collectible, are with the Utah State Department of Agriculture and Food.

Note 4: Funds Held for Others
Funds held for others represent amounts received from other entities for a specific purpose.

UACD has agreed to administer the Utah NPS Taskforce Conference funds. The funds remaining
for these purposes are as follows:
2007

Utah NPS Taskforce Conferences $ 13,209

16




Note 5: Fund Balance

Restricted fund balance represents amounts received from other entities for specific programs.
UACD receives funds for the Utah Envirothon. The funds remaining for these purposes are as
follows:

2007

Utah Envirothon $ 10,847

In 2007 management designated a portion of the fund balance as carryover ARDL funds, which
are to be used for future expenses for administrative support and conservation district capacity
building consistent with a memorandum of understanding signed by the UACD and the Utah
Department of Agriculture and Food. Restricted contributions whose restrictions are met in the
same reporting period are shown as unrestricted contributions.

Note 6: Defined Contribution Plan

The UACD sponsors a defined contribution pension plan that covers all full time employees who
have one year of eligible service. Contributions to the plan are based on a percentage of annual
compensation and are made at the discretion of the employer. Contributions to the plan are -
100% vested after three years of service. For the year ended June 30, 2007, the UACD elected to
make contributions of 13%, resulting in contributions of $98,559, which are included in the
financial statements as employee benefits.

Note 7: Related Party Transactions

The UACD provides payroll processing services to fifteen conservation districts, and the
Castlelands RC&D. The conservation districts and RC&D reimburse the UACD for actual
payroll costs plus a small fee. The revenue to cover the payroll expenses ($495,970 for 2007)
and the expense for the payroll are not shown in the financial statements, only the fee charged to
administer the payroll service is reflected in revenue. The UACD receives annual dues from all
conservation districts in the State of Utah.,

Note 8: Risk Management

The UACD is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; and injuries to employees. The UACD participates in

- the Utah Local Government Trust, a public entity risk pool to manage its risk of loss. The

UACD pays an annual premium to the Trust for its general liability and errors and omissions
insurance coverage. There have been no claims or losses in excess of insurance coverage for the
past three years.

17



Note 9; Indirect Cost Rate

The UACD uses an indirect cost rate to allocate general costs that benefit more than one program
and are not readily identifiable with a specific program. Labor is used as the basis for allocating
indirect costs to programs. Labor is the cost for personnel. Generally this is the total for wages
and benefits paid employees or contractual agreements for labor, when such contracts replace the
personnel usually provided by UACD employees.

For fiscal year 2007, the indirect cost rate was 25% compared to 23% estimated in the UACD
operation budget. Total administrative costs for fiscal year 2006-2007 was $312,313, which
approximates 12.1% of total expenses.

Note 10: Fair Values of Financial Instruments

The following methods and assumptions were used by UACD in estimating its fair value
disclosures for financial instruments:

Cash, cash equivalents, short-term unconditional promises to give: the carrying
amounts reported in the statement of financial position approximate fair values
because of the short maturities of those instruments.

Short-term investments: The fair values of investments are based on quoted market
prices for those or similar investments.

Note 11: Memorandum Totals

Total columns on the financial statements are captioned “memorandum only” to indicate that
they are presented only to facilitate financial analysis. Data in these columns do not present
financial position, results of operations or changes in financial position in conformity with
generally accepted accounting principles. Neither are such data comparable to consolidation.

18




UTAH ASSOCIATION OF CONSERVATION DISTRICTS

Schedule of Expenditures of Federal Awards

Year Ended June 30, 2007
Federal Grantor/  Pass-
Through Grantor/ Program CFDA Pass-Through Contract Project
Title Number Contract Number Amount Expenses
U.S. Department of Agriculture

Passed through the Natural Resources
Conservation Service:

Colorado River Basin Salinity Control Program 10.070 53-8D43-6-34 $ 62,500 $ 15625
Environmental Quality Incentive Program 10.912 68-8D43-6-10 158,990 141,530

Passed through the Utah Department
of Agriculture:

: Utah Animal Feeding Operations 10.902 07-0872 75,667 55,795
Utah Animal Feeding Operations 10.902 06-1066 76,846 48,041
Conservation Technical Assistance 10.902 06-1239 30,000 7,913
Total U.S. Department of Agriculture 268,904

U.S. Department of Interior

Passed through the U.S. Fish
and Wildlife Service:

Wildlife Restoration 15.617  1448-60181-02-J332 53,500 1,104

Passed through the Bureau
of Reclamation:

Water Conservation Field Services Program * 15.BCD 06-FG-40-2465 25,000 4,142
Total U.S. Department of Interior 5,246

The accompanying notes are an integral part of these financial statements.
19




U.S. Environmental Protection Agency
Passed through the Utah Department
- of Agriculture and Food:

Nonpoint Source Implementation
Grants 66.460

Passed through the Utah Department
of Environmental Quality:

Nonpoint Source Implementation Grants 66.460

Total U.S. Environmental Protection
Agency '

Total Expenditures of
Federal Awards

Various 4,942,150 763,988

04-6136 184,500 57,231
821,219

* Bureau of Reclamation advised that this is a pseﬁdo-number, not a CFDA number and that

the CFDA number was not available.

The accompanying notes are an integral part of these financial statements.
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UTAH ASSOCIATION OF CONSERVATION DISTRICTS
Notes to Schedule of Federal Awards
Year Ended June 30, 2007

Note 1: Purpose of the Schedule

The Schedule of Federal Expenditures of Federal Awards is a supplementary schedule to the
basic financial statements. The Schedule is required by the U.S. Office of Management and

Budget (OMB) Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations.

Note 2: Significant Account Policies

Basis of Accounting

The information in the schedule is presented in accordance with OMB Circular A-133. The
Schedule is prepared using the same accounting policies and basis of accounting as the basic
financial statements.

CFDA Numbers

OMB Circular A-133 requires the Schedule to show the total expenditures for each of the
entity’s federal financial assistance programs as identified in the Catalog of Federal Domestic
Assistance (CFDA). The CFDA is a government-wide compendium of individual federal
programs. Each program included in the CFDA is assigned a five-digit program identification
number (CFDA number).

Major Programs -

OMB Circular A-133 establishes the levels of expenditures or expenses to be used in defining
major federal financial assistance.

Indirect Costs

The Schedule includes a portion of costs associated with general activities which are allocated to
federal financial assistance programs using direct labor as a basis of allocation.

Matching Costs

The Schedule does not include matching expenditures, however matching amounts were
reviewed as part of the audit procedures.
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UTAH ASSOCIATION OF CONSERVATION DISTRICTS

OMB CIRCULAR A-133 REPORTS

June 30, 2007
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE AND ON INTERNAL CONTROL
OVER FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Directors
Utah Association of Conservation Districts
Logan, UT

We have audited the financial statements of the governmental activities of the Utah Association of
Conservation Districts (UACD) as of and for the year ended June 30, 2007, and have issued our report
thereon dated October 5, 2007. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits contained in
Government Auditing Standards issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered UACD’s internal control over financial reporting
as a basis for designing our auditing procedures for the purpose of expressing our opinion on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of UACD’s
internal control over financial reporting. Accordingly, we do not express an opinion on the effectiveness
of UACD’s internal control over financial reporting.

Our consideration of the internal control over financial reporting was for the limited purpose described
in the preceding paragraph and would not necessarily identify all deficiencies in internal control over
financial reporting that might be significant deficiencies or material weaknesses. However, as discussed
below, we identified certain deficiencies in internal control over financial reporting that we consider to
be significant deficiencies.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process, or
report financial data reliably in accordance with generally accepted accounting principles such that there
is more than a remote likelihood that a misstatement of the entity’s financial statements that is more than
inconsequential will not be prevented or detected by the entity’s internal control. We consider the
deficiency described in the accompanying management letter to be a significant deficiency in internal
control over financial reporting.
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A material weakness is a significant deficiency, or combination of significant deficiencies, that results in

- more than a remote likelihood that a material misstatement of the financial statements will not be

prevented or detected by the entity’s internal control.

Our consideration of internal control over financial reporting was for the limited purpose described in
the first paragraph of this section and would not necessarily identify all deficiencies in internal control
that might be significant deficiencies or material weaknesses. However, we believe that none of the
significant deficiencies described above is a material weakness.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether UACD’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements, noncompliance with which could have a direct and material effect on
the determination of financial statement amounts. However, providing an opinion on compliance with
those provisions was not an objective of our audit and, accordingly, we do not express such an opinion.
The results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

- This report is intended for the information and use of management, others within the organization, the

Board of Directors, federal awarding agencies and pass-through entities and is not intended to be and
should not be used by anyone other than these specified parties.

Toterom el < lucksor

October 5, 2007
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND INTERNAL CONTROL OVER
' COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

Board of Directors

Utah Association of Conservation Districts
Logan, UT

Compliance

‘We have audited the compliance of the Utah Association of Conservation Districts (UACD) with the

types of compliance requirements described in the U.S. Office of Management and Budget (OMB)
Circular A-133 Compliance Supplement that are applicable to each of its major federal programs for
the year ended June 30, 2007. UACD’s major federal programs are identified in the summary of -
auditor’s results section of the accompanying schedule of findings and questioned costs.
Compliance with the requirements of laws, regulations, contracts and grants applicable to each of its
major federal programs is the responsibility of UACD’s management. Our responsibility is to
express an opinion on UACD’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in
the United States of America; the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States; and OMB Circular A-
133, Audits of States, Local Governments, and Non-Profit Organizations. Those standards and
OMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance
about whether noncompliance with the types of compliance requirements referred to above that

could have a direct and material effect on a major federal program occurred. An audit includes

examining, on a test basis, evidence about UACD’s compliance with those requirements and
performing such other procedures as we considered necessary in the circumstances. We believe that
our audit provides a reasonable basis for our opinion. Our audit does not provide a legal
determination of UACD’s compliance with those requirements.

In our opinion, UACD complies, in all material respects, with the requirements referred to above
that are applicable to each of its major federal programs for the year ended June 30, 2007.

Internal Control Over Compliance

The management of UACD is responsible for establishing and maintaining effective internal control
over compliance with the requirements of laws, regulations, contracts, and grants applicable to
federal programs. . In planning and performing our audit, we considered UACD’s internal control
over compliance with requirements that could have a direct and material effect on a major federal
program in order to determine our auditing procedures for the purpose of expressing our opinion on
compliance, but not for the purpose of expressing an opinion on the effectiveness of internal control
over compliance. Accordingly, we do not express an opinion on the effectiveness of UACD’s
internal control over compliance. '
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A control deficiency in an entity’s internal control over compliance exists when the design or
operation of a control does not allow management or employees, in the normal course of performing
their assigned functions, to prevent or detect noncompliance with a type of compliance requirement
of a federal program on a timely basis. A significant deficiency is a control deficiency, or

‘combination of control deficiencies, that adversely affects the entity’s ability to administer a federal

program such that there is more than a remote likelihood that noncompliance with a type of

compliance requirement of a federal program that is more than inconsequential will not be prevented
or detected by the entity’s internal control.

- A material weakness is a significant deficiency, or combination of significant deficiencies, that

results in more than a remote likelihood that material noncompliance with a type of compliance
requirement of a federal program will not be prevented or detected by the entity’s internal control.

Our consideration of internal control over compliance was for the limited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in internal control
that might be significant deficiencies or material weaknesses. We did not identify any deficiencies
in internal control over compliance that we consider to be material weaknesses, as defined above.

This report is intended for the information and use of management, others within the organization,

Board of Directors, federal awarding agencies and pass-through entities and is not intended to be and
should not be used by anyone other than these specified parties.

?O_iemm Q//feo[éﬁckim

October 5, 2007
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UTAH ASSOCIATION OF CONSERVATION DISTRICTS
Schedule of Findings and Questioned Costs
Year Ended June 30, 2007

A Summary of Audit Findings

1. Type of Report issued Unqualified
2. Reportable Conditions in Internal Control None reported
3. Material Non-Compliance Discovered None reported
4. Reportable Conditions in Internal Control
Over Major Programs None reported
5. Compliance Report Issued Ungqualified
6. Reportable Findings under A-133 None reported
7. Federal Programs Tested as Major Programs Nonpoint source
Implementation
. Grants CFDA #66.460
8. Dollar threshold use to distinguish between
: Type A and Type B programs $300,000
9. Audited qualification as High or Low risk Low
B. Findings required to be reported in accordance with Government Auditing Standards.
None reported
C. Findings and questioned costs required to be reported in accordance with OMB Circular A-
133.
None reported
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UTAH ASSOCIATION OF CONSERVATION DISTRICTS
Summary Schedule of Prior Audit Findings
(Client Prepared Schedule)
June 30, 2007

There were no findings or questioned costs in the prior year audit.
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UTAH ASSOCIATION OF CONSERVATION DISTRICTS
STATE COMPLIANCE REPORT

June 30, 2007
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE
WITH STATE LEGAL REQUIREMENTS

October 5, 2007

Board of Directors
Utah Association of Conservation Districts
Logan, UT

We have audited the accompanying financial statements of the governmental activities and each
major fund of the Utah Association of Conservation Districts, (UACD) (a non-profit organization) as
of and for the year ended June 30, 2007, and have issued our report thereon dated October 5, 2007.
As part of our audit, we have audited the UACD’s compliance with the requirements governing
types of services allowed or unallowed; eligibility; matching, level of effort, or earmarking;
reporting; and special tests and provisions applicable to each of its major state assistance programs
as required by the State of Utah Legal Compliance Audit Guide for the year ended June 30, 2007.
The UACD received the following major state assistance from the State of Utah:

Agriculture Resource Development Loan and Soil Conservation District Support
UACD did not receive any nonmajor state grants during the year ended June 30, 2007.

The management of UACD is responsible for the UACD’s compliance with all compliance

requirements identified above. Our responsibility is to express an opinion on compliance with those
requirements based on our audit.

We coriducted our audit in accordance with auditing standards generally accepted in the United
States of America and Govemnment Auditing Standards, issued by the Comptroller General of the
United States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether material noncompliance with the requirements referred to above occurred.
An audit includes examining, on a test basis, evidence about the UACD’s compliance with those
requirements. We believe that our audit provides a reasonable basis for our opinion.

The results of our audit procedures disclosed no instances of noncompliance with the requirements
referred to above.

In our opinion, UACD complied, in all material respects, with the requirements governing types of
services allowed or unallowed; eligibility; matching, level of effort, or earmarking; reporting; and
special tests and provisions that are applicable to each of its major state assistance programs for the
year ended June 30, 2007. '

(fzi’erﬂm ﬁ I/reiL{ackimﬂ

October 5, 2007
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October 5, 2007

To fheBoard of Directors

- Utah Association of Conservation Districts

Logan, UT 84321

In planning and performing our audit of the financial statements of the Utah Association of
Conservation Districts (UACD) as of and for the year ending June 30, 2007, in accordance with
auditing standards generally accepted in the United Sates of America, we considered UACD’s
internal contro] over financial reporting (internal control) as a basis for designing our auditing
procedures for the purpose of expressing our opinion on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the UACD’s internal control. Accordingly,
we do not express an opinion on the effectiveness of the UACD’s internal control.

Our consideration of internal control was for the limited purpose described in the preceding
paragraph and would not necessarily identify all deficiencies in internal control that might be

- significant deficiencies or material weaknesses. However, as discussed below, we identified certain

deficiencies in internal control that we consider to be a significant deficiency.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process,
or report financial data reliably in accordance with generally accepted accounting principles such
that there is more than a remote likelihood that a misstatement of the entity’s financial statements

‘that 1s more than inconsequential will not be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements will
not be prevented or detected by the entity’s internal control. ‘

Our consideration of internal control was for the limited purpose described in the preceding
paragraph and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses. We did not identify any deficiencies in internal
control that we consider to be material weaknesses, as defined above. However, we identified the

‘fo_llowing deficiency to be a significant deficiency in internal control:

3Finding: Audit Adjustments (significant deficiency)

While conducting the audit we made several audit adjustments. Most significant of these
adjustments were to reclassify unearned revenue to earned, to book donated goods and services, and
remove payroll services provided to other organizations. These adjustments were not originally
identified by management and therefore represent a significant deficiency in preparation of financial
statements that are correct in accordance with US Generally Accepted Accounting Principles.
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Recommendation:
Yearly audit adjustments are typically repeated each year. Consequently, we recommend that prior

to audit fieldwork you review and adjust for such transactions to ensure the current year

organizational financial statements reflect the correct year end balances.

Management response: Management will review year end adjustments and make all needed
journal entries prior to the audit procedures being performed.

PRIOR YEAR FINDING

‘Finding: Recordkeeping.

While testing the year-end cash balance, we noted that the reconciled bank balance did not match the
g/l balance. This was due to the fact that after the bank statement had been reconciled, transaction
dates on cash received and spent were changed from the 2006-2007 fiscal year to the 2005-2006
fiscal year.

Recommendation:

Checks and deposits must only be dated the day they are processed. Adjustments done to cash
should have been recorded to receivables or payables.

Management response:

As recommended, checks and deposits are to be dated on the day processed. Accounts receivable

should be used to record all deposits received after June 30 that are revenues for the preceding fiscal
year.

Status:
Year end bank reconciliations were in proper order as of 6/30/07.

In conclusion, we wish to recognize Gordon Younker and Susan Stillion for their excellent service
provided to the Utah Association of Conservation Districts. The performance of the Utah
Association of Conservation Districts annual fiscal year audit has been an enjoyable experience for
us and we would like to thank UACD for the opportunity to serve as independent auditors.

Very truly yours,

PETERSON ALLRED JACKSON

Alan D. Allred, CPA
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